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Abstract
This paper presents a conceptual framework for evaluating the adoption of electronic market
for electronic business in small and medium-sized enterprises in Australia. Such a conceptual
framework is built on a comprehensive analysis of existing research in electronic market, in
particular in relation to the value drivers and the critical success factors for adopting e-market
in electronic business. Within the proposed framework, the current patterns and trends of
electronic market adoption in Australia can be analyzed, and the emerging issues for making
full use of the potential of electronic market for electronic business can be discussed.
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1. Introduction
Electronic market (e-market) is a virtual marketplace in which buyers and sellers are brought
together in one central market for exchanging goods, services and information. It is often
referred to as a website that allows businesses to buy and sell industrial products and services
using a standard web browser, commonly referred to as business-to-business (B2B) ebusiness (Dou and Chou, 2002; Grieger, 2003; Milliou and Petrakis, 2004). E-market has
been increasingly popular in the recent decade, exemplified not only in the rapid growth of
the offerings of e-market product and service (Yellow Page Report, 2003; E-market Service,

2008), but also in the wealth of literature resulting from the active research in this area
(Daniel et al., 2004; Lipis et al., 2000; Wall et al., 2007). The popularity of e-market is
mainly due to the potential benefits of e-market to business including strengthened customer
relationships, ease of reaching the targeted market, improved efficiency, reduced costs
associated with inventories, and greater competitive advantage (Purao and Campbell, 1998;
Daniel et al., 2004; Standing and Lin, 2007; Deng and Molla, 2008).
Small and medium-sized enterprises (SMEs) are organizations that employ less than 200
persons (ABS 2007). SMEs are important contributors to the global economy accounting for
approximately 50% of all national gross domestic products (GDP) and 30% of export
(OECD, 2007). Globally approximately 99.5% of all businesses have 100 or less employees
while 99.8% of all businesses have 200 or less employees (OECD, 2005). In Australia, SMEs
are essential to the Australian economy as about 96% of businesses are categorized as SMEs,
employing approximately 3.5 million people and contributing to an estimated 30% of
national GDP. In June 2006 there were 1,963,907 actively trading SMEs in Australia, almost
1.9 million businesses employed less than 20 people, and over 1.8 million businesses had
annual turnover of less then $2 million (ABS, 2007).
Realizing that e-market is a major source of competitive advantage as well as a cost effective
way for SMEs to reach customers for competing with their counterparts, both Australian
federal and state governments actively assist SMEs with expanding, growing and prospering
their business through developing policies and programs for improving the economic
environment and growth prospects for SMEs (OECD, 2005). Key initiatives introduced
include (a) the establishment of the Small Business Deregulation Task Force in 1996, (b) the
Small Business Assistance Program with $60 million funding over four years in 2002, (c) the
successful New Enterprise Incentive Scheme providers in 2003, and (d) an $5.3 billion
package entitled Backing Australia‟s Ability-Building Our Future through Science and
Innovation in 2004 (DITR, 2007). Such initiatives have created a sound environment for
supporting Australian SMEs financially and promoting the adoption of latest technologies for
developing their respective businesses. With the rapid advance in web technologies, the
barriers for SMEs to conduct their business online are greatly reduced (Kaplan and Sawhney,
2000; Molla and Licker, 2005a). With the continuous support from the federal and state
governments as discussed above, the number of SMEs in adopting e-market for e-business
has been increasing in Australia and the world (Poon, 2000; e-market services, 2008).
The tremendous potential of e-market for SMEs, however, has not been fully utilized. A
majority of the Australian SMEs have not made use of e-market yet. Those who have adopted
e-market for e-business one way or another have not moved beyond the entry-level adoption
(Molla and Licker, 2005a, 2005b). Furthermore the choice of specific e-market for e-business
does not guarantee the success of participating into e-markets. This is due to various critical
factors which contribute to the success of e-business using e-market including the company
size, background and culture, system compatibilities, resource limitation, and availability of
various e-markets (Dunt and Harper, 2002; Hadaya, 2004; Son and Benbasat, 2007).
The new millennium has witnessed the rise and the fall of many „dot.com” organizations
(Ravichandran et al., 2007). As a result, SMEs nowadays are extremely cautious about the
adoption of e-market for e-business. Such a practice is further enforced by the characteristics
of SMEs on their lack of financial resources, specialization knowledge and skills, and the
economy of scale in their pursuit of e-business using e-market. The past experience for
Australian SMEs to design, build and maintain their own private e-markets has proven to be

unsuccessful despite a huge government and industry investment to build the e-business
capabilities of SMEs (NOIE, 2003; OECD, 2007; Wang et al., 2006). On the other hand, a
public e-market owned by a third party is able to provide SMEs with advanced technical
expertise and external support in reducing SMEs‟ financial and managerial burdens in their
pursuit of e-business using e-market. A comprehensive investigation of relevant literature
seems to suggest that there is a lack of understanding of the main concerns of SMEs in their
efforts to adopt e-market for B2B e-business.
This paper presents a conceptual framework for evaluating the adoption of e-market for
electronic business in small and medium-sized enterprises in Australia. Such a conceptual
framework is built on a comprehensive analysis of existing research in e-market, in particular
in relation to the value drivers and the critical success factors for adopting e-market in
electronic business. Within this proposed framework, the patterns and trends of e-market
adoption can be analyzed, and the emerging issues for making use of the potential of emarket for B2B e-business can be discussed.
In what follows, we first present an overview of e-market for electronic business. We then
discuss the emerging issues and challenges for e-market development in Australia. Finally we
conduct a comprehensive analysis of the existing research in e-markets, in particular in
relation to the value drivers and the critical success factors for adopting e-market, resulting in
the development of a conceptual framework for evaluating e-market adoption in SMEs in
Australia. Considering the benefits of the framework, it is proposed to apply it to analyse the
situation of some cases from a mix of industries as future research.

2.An overview of e-market for electronic business
E-market is developed to bring multiple buyers and sellers together in one virtual place for
facilitating the trading between them (Bakos, 1997; Dou and Chou, 2002). E-market emerges
in different industries for supporting the exchange of goods and services of different kinds
with and for different types of actors based on different architectural principles. E-market
provides different kinds of services including (a) managing buyers‟ and sellers‟ offers and
bids, (b) matching and linking sellers to buyers, and (c) exchanging information about prices
and product offerings between potential buyers and sellers (Berryman and Harrington, 1998).
E-market has registered a rapid growth of product and service offerings in the recent decade.
In 2000, e-market accounted for only US$2.77 trillion of global trade. It was expected to
exceed US$7.3 trillion in 2007 (Milliou and Petrakis, 2004; Wall et al., 2007). A simple
online search shows that there are about 600 e-markets currently listed on the website of emarket services, spanning across different industries and geographical regions worldwide.
The popularity of e-market in e-business is due to their potential benefits to organizations.
Through e-market, organizations can achieve market efficiency by tightening and automating
the relationship between supplier and buyer. With the use of e-market, the exchange of
information, goods and services can be fostered and facilitated in all transactions regardless
of their locations. In such transaction processes, e-market creates the economic value for
buyers, sellers, and market intermediaries, leading to lower search costs, reduced transaction
costs, wider accessibility of a large base of buyers or suppliers, improved flexibility, business
processes automation, improvement in service quality, and reduction of inventory cost.

Witnessing the development of e-market in the past decade, many terms and definitions have
been used to describe e-market such as e-marketplace, e-hub, exchange, auction, and portal
(Petersen et al., 2007). These terms often mean different things to different people. For
example, Grieger (2003) defines e-market as a marketplace that brings buyers and sellers
together in one central market space and implicitly involves trade, financing organizations,
logistics companies, taxation authorities and regulators. Bakos (1997) considers e-market as
an inter-organizational information system that allows the participating buyers and sellers in
some markets to exchange information about prices and products offerings. Nairn (2000)
describes e-market as a website that allows business to buy and sell industrial products and
services using a standard web browser. Soh et al. (2006) view e-markets as IT-enabled
intermediaries that connect many buying organizations with many selling organizations. For
simplicity, this study treats e-market as a neutral web-based location where businesses can
conduct buying and selling transactions for goods and services in such a virtual marketplace.
There are various classifications on e-market from different perspectives (Berryman et al.,
2000; Grieger, 2003; Milliou and Petrakis, 2004; Son and Benbasat, 2007). Table 1 presents
an overview of these classifications from the perspectives of (a) the nature of an organization,
(b) the industry served, and (c) the stakeholders. These classifications are briefly discussed
below to better understand the characteristics of e-market for B2B e-business.
Perspective
Organization
Industry

Stakeholder

Table 1:

Classification

Example

Private

Walmart's Retaillink, Ipod Online

Non-Private (Public)

Metal Spectrum, Forest Express

Vertical

e-Steel, e-Chemicals

Horizontal

BizBuyer, MarketPlace

Buyer-oriented

CommerceOne

Seller-oriented

Build-Online, e-Steel

Third-party

Ebay, Amazon

An Overview of E-Market Classification

E-markets can be classified into private e-market and non-private (public) e-market (Milliou
and Petrakis, 2004; Son and Benbasat, 2007) based on the organization that operates the emarket. A private e-market is owned and operated by one company that in turn invites others
to conduct e-business with it across the platform, such as Dell and Cisco Systems. A public emarket is usually owned by an industry consortium whose targeted users are from outside the
organization. Public e-markets are more open in nature than private e-markets. They serve
customers across different industries and focus on the development of collaborative services.
E-markets can be classified as vertical and horizontal based on the industries served (Grieger,
2003). Vertical e-markets are industry-specific, such as e-chemical, e-agricultural and e-steel.
They are developed for satisfying the demand of a specific industry. Vertical e-markets
aggregate supply or demand in vertical industries that require a good deal of industry specific
knowledge for their success. Horizontal e-markets, on the other hand, facilitate the purchase
and services used by a range of industries, often across different industries. They are
developed to reflect general demand of various goods and services in a specific region.
With respect to the focus of stakeholders, e-markets can be divided into buyer-oriented,
seller-oriented, and third party e-markets (Son and Benbasat, 2007). A buyer-oriented emarket aims to drive procurement costs down for participating buyers through “aggregating

their expenditure” for reducing administration costs, increasing visibility and facilitating
global sourcing. A seller-oriented e-market concentrates on bringing multiple sellers together
into a central catalogue y. A third-party e-market focuses on both sellers and buyers.
Third-party e-markets are a relatively neutral market between buyers and sellers. They
provide services to both sides of transactions by taking into account the interests of buyers
and sellers in their governance (Grewal et al., 2001; Deng and Molla, 2008). Third party emarkets play an important intermediation role in B2B e-business. The services they offers
such as buyer aggregation, seller aggregation, information aggregation and conflict resolution
are able to effectively overcome the inefficiency of direct trading between sellers and buyers.
Additionally, Third-party e-market makers also operate by offering a wide range of services
for both horizontal e-markets and vertical e-markets (Pucihar and Podlogar, 2003).
The failure of some early efforts to create private e-markets as well as the huge success of
neutral e-markets have led to the increasing interest by companies looking at joining thirdparty e-markets for their B2B e-business. Some of these e-markets are popular with enormous
number of users, a huge product list, numerous offers to sell or requests to buy that are placed
on their website each day. The number of completed transactions, however, is much smaller
than the number of members. This may be due to the critical problems existent including (a)
the definition of value proposition, (b) the effective realization of the potential benefit of emarkets, and (c) the adequacy of business models for e-markets.

3.E-market developments in SMEs in Australia
The volume of B2B transactions in Australia and other countries continues to grow. An IDC
(2001) report shows that B2B e-commerce spending was to continue at a 50 percent growth
rate through 2002 to 2007. While estimates vary considerably, the volume of B2B ecommerce far exceeds that of B2C e-commerce. USA continues to remain the largest global
market for B2B e-commerce. The absolute size of the B2B market is far smaller in Australia
relative to the US. However, B2B transactions and investment into related technologies in
Australia are rising and the trends mirror that of the U.S.
Existing research findings suggest that within the Australian commercial sector, businesses,
irrespective of their size, are increasingly adopting Internet technology. The online
procurement market developed in Australia at a compound annual rate of about 25 percent
(IDC 2001). In the time period of 2001-2003, the amount of selling by Australian firms via
the Internet more than doubled. The number of companies that generated 5 percent or more of
their business income from the Internet grew from 37 percent to 42 percent (ABS, 2005).
More than half of the small businesses in Australia now use the Internet.
Over the past several years, the Australian Government has introduced a B2B incentive
scheme designed to attract SMEs to electronic commerce. During 2002-2003, the Australian
Bureau of Statistics reported that the value of e-commerce was approximately $24.3 billion
Australian dollars, representing a doubling of income over a one year period. This amount
constituted 1 percent of total income for all businesses and approximately 5 percent of total
income for businesses which received orders via the Internet (ABS, 2005). Australia's leading
advertisers were reported to be allocating 9 percent of their advertising budget to the Internet
in 2005. The Australian government is among the leaders in terms of e-Government
development and Internet usage among the general population continues to grow as well.

In essence, the e-business outlook for Australia looks promising. The evolution and growth of
the Internet in Australia have been very similar to their growth in other developed economies
including the US. This has in fact provided a sound basis for making use of the tremendous
potential that e-market can offer, in particular to Australian SMEs for improving their
performance in B2B e-business. The adoption of e-market, however, is somehow affected by
several existent critical problems including (a) the lack of understanding of the value
proposition in SMEs for e-market adoption, (b) the lack of understanding of the critical
success factors for e-market adoption, in particular in relation to the use of the third-party
controlled e-market-market, (c) the lack of well-developed business models in most e-market
for SMEs to use (Wise and Morrison, 2000; Petersen et al., 2007).
A profound understanding of the nature of SMEs is crucial to the identification of the value
drivers and the critical success factors in their endeavors to adopting e-market. There have
been many studies in the literature that attempt to define the characteristics of SMEs. It is
well recognized that many of the processes and techniques that have been successfully
applied in large enterprises do not necessarily provide similar outcome when applied to
SMEs. SMEs belong to a separate and distinct group of organizations with their own
characteristics which are different from that of large organizations. As a result, existing
research on the value drivers or the critical success factors for e-market adoption in
organizations without specifying the company size is not applicable to SMEs due to their
distinct characteristics. To realize the potential of e-markets for SMEs, a good understanding
of their characteristics is absolutely necessary.
SMEs tend to be more prone to risk than their larger counterparts. For example, Cochran
(1981) shows that SMEs tend to be subjected to a higher failure rate. Rotch (1987)
demonstrates that SMEs have inadequate records keeping and as a result often find it hard to
plan its business strategically. Welsh and White (1981) prove that SMEs suffer from a lack of
trained staff and have a short range management perspective. More recent studies also reveal
that most SMEs lack (a) technical expertise (Barry and Milner 2002), (b) adequate capital to
undertake technical enhancements (Gaskill et al, 1993; Raymond, 2001), and (c) sufficient
organizational planning (Miller and Besser, 2000; Tetteh and Burn, 2001). Moreover, most
SMEs are strongly influenced by their business partners and differ from the large
organization in the type of product or service available to the customer. They have little
control over the environment (Bunker and MacGregor, 2000).
Along with the rapid advance of web technologies, the barriers for SMEs to conduct their
business online are greatly reduced (Kaplan and Sawhney, 2000; Molla and Licker, 2005a,
2005b). Existing research shows that SMEs are going online at an increasing rate. Starting
from June 1998 to June 2006, the percentage of SMEs online has been increased from 32% to
81% (ABS 2007). The accessibility of the Internet makes e-market a realistic possibility for
most SMEs. However, a relative stable figure for the SMEs‟ web presence from 2003 to 2006
with corresponding 23% and 29% reveal that SMEs in many regions across Australia are still
not well ready to adopt e-market. This is partially due to lack of understanding of the benefits
and barriers that SMEs face in the e-market adoption (Goode, 2002).
The dominant pattern of e-market adoption appears to focus on SME‟s building own emarkets. Such a philosophy is rooted in the capitalist mode of production. It is often
problematic due to unavailability of financial resources, a lack of specialization knowledge
and skills, and the economy of scale (Duncombe and Molla, 2006; Das and Buddress, 2007).
These SMEs spending from their limited financial resources to build websites of various

sophistications and capability have not normally had the desired return on their investment
(Wang et al., 2006). As a result, most SMEs have yet to be fully integrated into the emerging
digital economy (Dunt and Harper, 2002; Soh et al., 2006; Molla and Heeks, 2007) despite a
huge government and industry investment to build the e-business capabilities of SMEs in
Australia (NOIE, 2003; OECD, 2005, 2007). The experience of SMEs that use public emarket (such as in e-bay) seems to suggest that what SMEs actually need is a capability to
make efficient use of an existing public e-market rather than building and operating a private
e-business system (Dou and Chou, 2002).

4.A conceptual framework
E-market provides an innovative way of doing business for modern organizations. It
generates tremendous economic values in terms of its direct contribution to the national
economy and the indirect contribution to the efficiency of the industry in Australia (ABS,
2007; Das and Buddress, 2007; Deng and Molla, 2008). Australia is ranked the second
highest country in Asia Pacific region in terms of Internet infrastructure, penetration and
activity (NOIE, 2003). The influence of e-market has expanded into the large sectors of
Australian economy including business services, communications, finance, and retail trade,
contributing 25% of Australia‟s GDP (OECD, 2005).
There are various theories and models in the existing literature for determining the value
drivers and the critical success factors for adopting e-market for B2B e-business. These
theories and models are developed from different perspectives. There is, however, no general
agreement on these issues for e-market adoption and the appropriate theory that can be used
for analyzing and identifying the value drivers on e-market adoption (Wang et al. 2006), in
particular for SMEs. To better understand the value drivers and the critical success factors for
e-market adoption in Australian SMEs, existing theories and models on e-market adoption
are reviewed in this section. Subsequently, a consolidated framework is proposed that can be
used to analyze the current pattern and trends of e-market adoption, and to discuss the
emerging issues for making use of the potential of e-market for B2B e-business.
Choudhury et al. (1998) investigate the factors for affecting the adoption of e-market in the
aircraft parts industry. Their study shows that market variability, product value, product
specificity, complexity of product description, and frequency of use are the drivers for
airlines in adopting specific e-market. More specifically the aspects of the higher market
variability in product availability, product price competitiveness, higher product value, and
lower frequency of purchase have become the determinants for individual e-market users.
Grewal et al. (2001) build a motivational model (MM) to explain the use of e-market in the
jewellery trading industry. Two key drivers including the efficiency motivation and the
legacy motivation which fall into the category of performance expectancy and social
influence in the unified theory of acceptance and use of technology (UTAUT) framework
(Venkatesh et al., 2003) are respectively identified. The company IT capability and the
learning ability together form the facilitating environment driver. These factors together
affect the dynamics of the company status in e-market over time including the exploration
state, the expert state, and the passive state. With the right motivation and the IT capability,
companies are able to avoid the passive state of adopting and making use of e-market.
Molla and Deng (2008) discuss the adoption of information technology in Chinese
organizations. The MM model is extended for identifying a set of the motivational and ability

related factors that influence the third party e-market adoption through three case studies. The
research has extended the Grewal et al.‟s (2001) work by proposing two other factors, namely
the organizational context and the organizational size for better understanding the technology
adoption in a Chinese environment.
Kollmann (2001) uses a LISREL model to investigate the determinants for e-market
adoption. Five factors are found most relevant, namely the database quality, the
intermediation service, the actual transformation rate, the ease of use, and the intermediation
costs. These five factors are grouped into the performance expectancy, the effort expectancy,
and the facilitating condition factors based on their nature in order to effectively investigating
the determinants of e-market adoption.
Hadaya (2004) proposes three important factors affecting the future intention of an
organization on the adoption of e-market in Canadian enterprises. The research model is
tested on data collected from 1200 senior managers. The complexity of e-market
implementation, the level of present technology, and the business relationship with external
partners found in the study fit well into an existing conceptual framework. These three factors
can be interpreted as effort expectancy, facilitating conditions, and social influences
respectively as discussed above.
Joo and Kim (2004) test the effects of five factors on the adoption of e-market including the
relative advantage, the external pressure, the buying power, the slack resources, and the
organizational size. Their findings indicate that the external pressure and the organizational
size have a positive relationship with organizational adoption of e-market. The relative
advantage factor, however, does not have a significant impact on the e-markets adoption.
These findings back up the research of Min and Galle‟s (1999) and Deeter-Schmelz et al.
(2001) showing that the influence from powerful business partners is the most important
determinant of e-market adoption in today‟s competitive environment.
Wang et al. (2006) differentiate the role between buyer and seller in their investigation of emarket adoption. Their research adopts the UTAUT framework to investigate the importance
of individual elements in the UTAUT framework (Venkatesh et al., 2003) on e-market
adoption. The study shows that even though all the factors contribute to the decision on emarket adoption, the social influence and the facilitating condition are the dominating factors
for suppliers while the performance expectancy is more important for buyers,.
To facilitate identifying the value drivers and the critical success factors for adopting emarkets in SMEs in Australia, this section presents a conceptual framework in the context of
the UTAUT model as shown in Figure 1. The UTAUT framework is used because this
framework is so far the most comprehensive IT adoption theory in the literature. It is
designed to provide a unified view of user acceptance on technology adoption (Venkatesh et
al., 2003) by integrating elements across eight most popular technology acceptance models
including the Theory of Reasoned Action (TRA), the Technology Acceptance Model (TAM),
the Motivational Model (MM), the Theory of Planned Behavior (TPB), the combined TAM
and TPB, the Model of PC Utilization (MPTU), the Innovation Diffusion Theory (IDT) and
the Social Cognitive Theory (SCT). The UTAUT framework is claimed to be a useful tool for
managers to assess the likelihood of acceptance of a new technology within an organization.
It helps organizations better understand the factors that drive the acceptance of new
technology. As a result, appropriate strategies and policies can be made to facilitate the
acceptance of a new technology in organizations.

The proposed conceptual framework considers all the possible factors that influence the
adoption of e-market. Those possible factors are organized into four core determinants for
evaluating the value drivers and the critical success factors for e-market adoption in
Australian SMEs. The determinants affecting the behavioral intention include the
performance expectancy, the effort expectancy, the social influence, and the facilitating
condition. The performance expectancy is defined as the degree to which an individual
believes that use of e-market will help him or her job performance. It is theoretically derived
from other elements such as the perceived usefulness, the extrinsic motivation, and the
outcome expectation from existing research of Molla and Licker (2005b), which affect a
user‟s intention to use a technology. The effort expectancy is the degree of ease associated
with the adoption of e-market. This element parallels the elements named ease of use in
Technology Acceptance Model (TAM) and Innovation Diffusion Theory (IDT) (Molla and
Licker, 2005b; Son and Benbasat (2007). The social influence refers to the degree to which
an individual perceives the importance of e-market because others believe he or she should
use the new system. It is represented as subjective norm in other models such as Theory of
Reasoned Action (TRA), Theory of Planned Behaviour (TPB) and image in IDT. The
facilitating condition refers to the degree to which an individual believes that an
organizational and technical infrastructure exists to support the use of the system. The
facilitating condition is derived from perceived behavioral control from TAM and TPB, and
compatibility from IDT.

Figure 1:

A Conceptual Framework for Evaluating the Adoption of E-Market

In addition to the four dimensions of the influence factor, the proposed framework introduces
moderating factors such as gender, age, experience, and voluntariness of use from the
perspective of social psychology. These moderating factors can help address the problems of
inconsistency and the weak power of explanation of previous models in regard to the

behavioral differences of different groups of people (Molla and Licker, 2005b). Such a
conceptual framework has effectively incorporated those elements from many IT adoption
models. As a result, it is the most comprehensive one with extensive inclusion of factors and
powerful explanation for evaluating the value drivers and the critical success factors for
adopting e-market in SMEs in Australia.

6.Conclusion
Understanding the value drivers and the critical success factors for adopting e-markets in
SMEs in Australia is of significance for the success of B2B e-business. This paper presents a
comprehensive review of relevant literature on the nature of e-market, the characteristics of emarket and models and theories for e-market adoption. On the basis of this discussion, a
conceptual framework is proposed for evaluating the value drivers and identifying the critical
success factors for adopting e-markets in SMEs in Australia. Within this proposed conceptual
framework, the current pattern and trends of e-market adoption can be analyzed, and the
emerging issues for making use of the potential of e-market for B2B e-business can be
discussed. It is proposed to test the framework empirically by applying it to some cases. The
formulation of such a study is in progress.
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